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ONTARIO SECURITIES COMMISSION 


Mayen] ) 2967 
EXEMPT PURCHASERS 


For the convenience of interested parties, herewith 

a list of the persons and companies who have applied 
for and obtained recognition as exempt purchasers 
under Section 19(1)(3) of The Securities ROT wR erg Oly 
1960, c.363, as amended and Section POOR OS Ot, ene 
Pecur ines AGH L966y u's a imatter of policy, the 
Commission will publish the names of exempt purchasers 
as the status is granted. 
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ALLPAK PRODUCTS LIMITED Room 820, 291 Dundas St. 
LONDON, Ontario. 


ee en ns ee eee oer nce 


ALONZO MATHER FOUNDATION, 1615 Hinman: Ave: 


THE EVANSTON, Ill. 
See ile as. eRe a Re ROR Sr A a aN 
AMERICAN UNITED LIFE 30 West Fall Creek Pkwy, 

INSURANCE COMPANY INDIANAPOLIS, Ind. 46206 
gg RL RE I RE AN a OO 
AVCO CORPORATION 750 Third Ave. 


New oR aS VN Xs 
Pacress Tom service in. Untario: = 
c/o B.C. Elwood, 609 Canada Trust Bldg., London, Ont. 


2 RAE Bo ae EEE Se A hulled ee er Ae os en ER. - 
AVCO DELTA CORPORATION c/O-ReW. Vouler 

got ‘Dondas ‘St. 

LONDON, Ontario 


a cil ae a 
BANKERS TRUST COMPANY LOoWe i iS 
NEW YORK 10015 


a REE 2 ede BR SD Ls 2 ELA A Le OR RU Se 
CANADIAN GENERAL ELECTRIC 2l4 King Street W. 
PENSION TRUST PORONLO, Ontario, 


Soe Leon cue be RI IER, 20 NR a 
CANADIAN TRUSTEED INCOME 7 King Street i. 








FUND TORONTO. 
(oe gett abel SU RO lg EE SS EC EEO! FR 
CARTIER PENSION TRUST Pore Carcrer, ; 
pills 
CARTIER RETIREMENT FUND PURE CARL LBR, P.O. 
CENTRAL MORTGAGE AND Montreal Road 
HOUSING CORPORATION OTTAWA, 7.6 


PENSION FUND 





CHARTERHOUSE CANADA LIMITED 60 Yonge Street. 
TORONTO, Ontario 
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CHARTERHOUSE GROUP .CANADA 60 Yonge Street, 
Dive, THe TORONTO 
CHASE MANHATTAN BANK, THE 1 Chase Manhattan Plaza 
AS TRUSTEE New Wore. id 00 b> 
Rr a sc | Nl 
CITY SAVINGS AND TRUST McLeod Building, 
COMPANY EDMONTON, Alta. 
a Sr ee ge SU 
COMMERCIAL TRUST COMPANY Room 2875 
LIMITED 630 Dorchester Blvd. W. 
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COMMONWEALTH EDISON SERVICE 72 West Adams St. 
ANNUITY FUND CHICAGO, Ill. 60690 


ee 
COMMONWEALTH LIFE INSURANCE Commonwealth Bldg. 


COMPANY Louisville, Kentucky 40202 
ope nee tn A ae hal ls ee Ty | 
CONNECTICUT MUTUAL LIFE 140 Garden St. 

INSURANCE COMPANY, THE HARTFORD, Conn, 


Sa nee ce a IOS Sa ce ok 


CONTINENTAL ILLINOIS NATIONAL 321 South LaSalle St. 
BANK AND TRUST COMPANY CHICAGO, Ill. 60690 
OF CHICAGO 


a cg a ee 


EATON RETIREMENT ANNUITY PLAN 1 Hayter SRO e 
TORONTO 
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EMPLOYEES' SAVINGS AND PROFIT 310 North Fifth St. 
SHARING FUND OF THE DEKALB Dekalb, Lllinois 
AGRICULTURAL ASSOCIATION INC. 


—_—_—_oo 


FIDELITY MUTUAL LIFE INSURANCE The Parkway at Fairmount Ave. 
COMPANY, THE PHILADRKLPHIA, Pa, 


SS yr esses cers gsrientteepepssusnpnrssannrestesunatnerssnianustoue 


FIDELITY MUTUAL LIFE INSURANCE ‘The Parkway at Fairmount 
COMPANY, FIDELITY EMPLOYEES! Ave. , PHILADRLPHIA, Pa. 
SEPARATH ACCOUNT, THE 


re cnet crnesuesetenen oat aneernenreennrecenstanenenenpeee 


FRANKLIN LIFE INSURANCE, THE Franklin Square, 
Springfield, Ill. 62705 


ee eneeeneeee 


GENERAL ELECTRIC PENSION 570 Lexington Ave. 
TRUST New York, N.Y. 20022 

BS co en AAMAS 2 Oi eae Ase 8 SE a a A et eA Ae Re AO se a 

GIRARD TRUST BANK Broad & Chestnut Sts. 


PHILADELPHIA, Pa. 19101 
fe 8A EG nt MEATS Dal OO Eo eb chit Rt see 


GROUPED INCOME SHARES LIMITED 340 Bentall Bldg. 
CALGARY, Alta. 








Digitized by the Internet Archive — 
in 2022 with funding from 
University of Toronto — 


https://archive.org/details/31/61114690175 





GUARDIAN GROWTH FUND LIMITED 48 Yonge St. 
TORONTO, Ontario 

















HARRIS TRUST AND SAVINGS lll West Monroe St. 
BANK TRUST DEPARTMENT CHICAGO, Ill. 60690 
HOME FOR DESTITUTE CRIPPLED c/o Continental Illinois 
CHILDREN, THE Paro re ieco, of 
Chicago. 


231 LaSaile St. CHICAGO 
a rs RE teh a) ELSON gis NO Re IE a rv A 


HOME LIFE INSURANCE COMPANY 253 Broadway, 
NEW YORK, N.Y. 


a a ee 


HYDRO ELECTRIC POWER COMMISSION 620 University Ave. 
OF ONTARIO, THE LOLONtOA2, 
PENSION FUND TRUSTEE 


a ee 


INVESTORS GROUP, THE TSO LOOP ote as 
Room 618, TORONTO 


Se et eer pining erage nena oye 


ILLINOIS INSTITUTE OF 3300 South Federal St. 
TECHNOLOGY CHICAGO 60616 

Ie A a 8) ae Rk 

IMASCO PENSION FUND SOCIETY S8LOeS ty retort Soe 


MONTREAL 30, P.Q. 
ee ee ee ee oe ee! em 





INVESTORS GROWTH FUND OF Olah BLoomist...iW. 
CANADA TORONTO. 

meen. fs = A ee a. i 

INVESTORS INTERNATIONAL GL =. 130. BLOOD St We 
MUTUAL FUND LTD, TORONTO 

Ss 

INVESTORS MUTUAL OF CANADA OL Ont. SOmBLOOR ASH eaW > 
LTD. TORONTO. 

INVESTORS SYNDICATE LIMITED LSG4uBLOOT USE au. 


Room 618, TORONTO 











KAPS OILFIELD HAULING LTD. 609 Tegler Bldg. 
PENSION FUND EDMONTON, Alberta 

KELLOGG COMPANY SAVINGS AND Jil West Monroe 
INVESTMENT FUND CHICAGO 60690 

W. K. KELLOGG FOUNDATION BATTLE CREEK, Mich, 





KEYSTONE CUSTODIAN FUNDS INC. SO Goneress’ St. 
BOSTON, Mass. 
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KNIGHTS OF COLUMBUS 71 Meadow Street, 
NEW HAVEN, Conn. 06507 


SE SSS e Sr Sess shelf Ss st SSS SSS SPS 


LIFE AND CASUALTY INSURANCE Life and Casualty Tower 
COMPANY OF TENNESSEE NASHVILLE, Tenn, 











LINCOLN NATIONAL LIFE OP aout "harrison St, 
INSURANCE COMPANY, THE FORT WAYNE, Indiana. 
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LUTHERAN CHURCH, THE - 210 North Broadway 
ee SYNOD (PENSION bu. Lous, Miss. 63102 
FUND 


LS 


MANUFACTURERS HANOVER TRUST 350 Park Ave. New York 10022 
COMPANY, TRUST DIVISION 212-315-3300 
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THE COLLECTIVE TRUST, 
MARINE MIDLAND GRACE 


TRUST COMPANY OF NEW YORK 


120 Broadway, 


NEW YORK, N.Y. 10015 





McMASTER UNIVERSITY 


HAMILTON, Ontario. 





METHODIST OLD PEOPLES HOME 


1415 West Foster Ave. 
CHICAGO 60640 





MODERN WOODMEN OF AMERICA 


1504 Third Avenue 


ROCK ISLAND, ILLINOIS 61202 





MORGAN GUARANTY TRUST COMPANY 23 Wall St. 


OF NEW YORK 


NEW YORK, N.Y. 





MUTUAL BENEFIT LIFE 
INSURANCE COMPANY, THE 


MUTUAL TRUST LIFE INSURANCE 


COMPANY 


520 Broad Street, 
NEWARK 1, N.J. 


77 South Wacker Dr. 
CE ICAGO..) © i. 





NATIONAL FIRE INSURANCE 
COMPANY OF HARTFORD 


310 South Michigan Ave. 
CH LGAGG . LL, 60604 





NATIONAL LIFE INSURANCE 
COMPANY 


North West Life Assurance 
Company 


NORTH WEST TRUST COMPANY 


NORTHWESTERN MUTUAL LIFE 
INSURANCE COMPANY, THE 


Montpelier, 
Vermont. 


2184 West Broadway 
VANCOUVER 9, B.C. 


10166 100th St. 
EDMONTON, Alta. 


720 Kast Wisconsin Ave. 
Milwaukee, Wis. Uso.A. 
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NORTHWESTERN NATIONAL LIFE Box 20, Minneapolis, 
INSURANCE COMPANY Minn. 55 WhO, 


eg ht LIS Le AN RD eG Se 
OHIO NATIONAL LIFE pole aaake 237 William Howard Taft 


COMPANY, THE Rd. CINCINNATI, Ohio 
45219 


ea in rd 
ONTARIO PENSION FUND OF THE 55 Yonge pereet, 
INTERNATIONAL NICKEL DOR ONTO ts 
COMPANY OF CANADA LIMITED 


ee . 





PENSION FUND OF GEORGE SU COO Harr earreens ayy 
WESTON LIMITED TORONTO. 
cn Be 2 te 2.) AR RO een EE Pee ices) eT So 
PEOPLES LIFE INSURANCE 601 New Hampshire Ave. 
COMPANY N.W. WASHINGTON, D.C. 
20037 


Sn a ee pla eps aera et ge Ge ihc ng 
PHOENIX MUTUAL LIFE INSURANCE 1 American Row 


COMPANY HART ROR Dy Conn, 
a a ae OO Ae LN orc OS OW to OD SARE PR 
PRESBYTERIAN HOME, THE lll West Monroe 


CHICAGO 60690 
SO NE Ee 


PROVIDENT MUTUAL FUND LTD. 43 Eglinton Ave. 
TORONTO, Ontario. 


mene creer eens een 


PROVIDENT MUTUAL LIFE 46th & Market Sts. 
INSURANCE COMPANY OF PHILADELPHIA, Penn. 
PHILADELPHIA LOLOd 

a aE SN FORT re CERES SS OR Tae TRE RA Se Se oT 

QUEBEC TRUST COMPANY - 152 Notre-Dame East 


SOCIETE de FIDUCIE due QUEBEC MONTREAL, Que. 
ook SBN. RRS Ae ER eh, 
QUEEN'S UNIVERSITY KINGSTON, Ontario. 


Se RARE 12 os Anke ERA OnE EN eT OLE OR ee EE PTE Pe 
REGENTS OF THE UNIVERSITY ol University Hall, 
OF CALIFORNIA, THE 2200 University Ave. 
| BERKELEY, Calif. 94720 





RETIREMENT SYSTEM OF THE 55 Yonge St. 
INTERNATIONAL NICKEL COMPANY TORONTO. 
OF CANADA, LIMITED 
(CANADIAN FUND) 





RICHARD AND JEAN IVEY FUND, Room 820, 291 Dundas St. 








THE LONDON, Ontario. 
RICHARD IVEY FOUNDATION, Room 820, 291 Dundas St. 
THE LONDON, Ontario. 
ST. LOUIS UNION TRUST 510 Locust Street, 


COMPANY St.Louis, Maceouns 63101 
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SALVATION ARMY, THE e7o Continenta 
National Bank & Trust Co. 
of Chicago, 231 LaSalle 


pt, CHICAGO, 
ae Ne era ig el orp 
SASKATCHEWAN WHEAT POOL CALGARY, Alta. 
HOURLY EMPLOYEES' RETIRE- 
MENT FUND 
ce ea we I a 
SASKATCHEWAN WHEAT POOL CALGARY, Alta. 


RETIREMENT FUND 








SECURITY MUTUAL LIFE INSURANCE BINGHAMTON, N.Y. 


COMPANY OF NEW YORK 7 eA3-3551 
and ae a re LE ES Se Se ey 
SECURITY TRUST COMPANY OF 1 East Avenue 
ROCHESTER ROCHESTER, N.Y. 14604 
Sree arena eek Se ee eel VE 
SHELL PROVIDENT FUND c/o Manufacturers 


Hanover Trust Co. 
350 Park Ave. New York 
10022. 212-350-3300 
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SHRINERS HOSPITALS FOR 323 North Michigan Ave. 
CRIPPLED CHILDREN CHICAGO, I11. 
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STANDARD INSURANCE COMPANY Pay BORN AU 


PORTLAND, OREGON 97207 














TITLE INSURANCE AND TRUST 433 South Spring St. 
COMPANY, TRUSTEE FOR THE LOS ANGELES, Cal. 90054 
CONSOLIDATED PROFIT SHARING 
TRUST 

TITLE INSURANCE AND TRUST 433 South DeUrlingate u. 


COMPANY, TRUSTEE OF THE "TITLE LOS ANGELES, Cal. 90054 
INSURANCE AND TRUST COMPANY 

INVESTMENT TRUST FOR EMPLOYEE 

BENEFIT PLANS" 





TRUSTEES BANK OF CANADA 234 Wellington St. 
PENSION FUND OTTAWA 

RRS SRI LU NR = Sct Sn a a Rt SS 

TRUSTEES OF CANADA PACKERS 2200 8t. Chane Ave. W. 
LIMITED EMPLOYEES' PROFIT Toupee. > 


SHARING PLAN, THE 
Aoki neth ae Ae ae ES ME Ec eR 





TRUSTEES OF CANADA PACKERS 2200, 8, Clair ive. We 
RETIREMENT PLAN TRUST (1959), Toronto 9 
THE 

TRUSTEES OF THE PROCTER & P.O. Box 355, Terminal "A" 
GAMBLE COMPANY OF CANADA Ser, Cleair) ive, WwW: 
LIMITED PROFIT SHARING TORONTO, 


PENSION PLAN 
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TRUSTEES, EMPLOYEES SAVINGS Moo Ur ametOn Ot. Ef 
AND PROFIT SHARING FUND OF HAMILTON, Ontario 
DOMINION FOUNDRIES AND STEEL 


LIMITED 
rg Ln ee ee WN | 


TRUSTEES OF SHEET METAL WORKERS! 111 West Monroe 





LOCAL NO.73 PENSION FUND CHICAGO, 60690 
eee ee oe PE en GO Sol hg 
TRUSTEES OF THE TORONTO 1643 Yonge Street, 
BURYING GROUNDS TORONTO, Ontario 
eee ES ee 
TRUSTEES OF THE VICTOR 111 West Monroe 
EMPLOYEES' SECURITY FUND CHICAGO 60690 
a Oa ee i) a 
UNION CENTRAL LIFE INSURANCE IRIGie aston anise: 
COMPANY, THE CINCINNATI, Ohio 
Sr eee he aceon AU ERRUS USUI li Ee eam OE SS Ce CURL 
UNAS INVESTMENTS LIMITED Suite 407, 302 Bay St. 


TORONTO, Ontario. 


ph pie 


UNION LABOR LIFE INSURANCE 850 Third Ave. 

COMPANY, THE NEW YORK, 10022 
ee ae ne nde he 
UNITED CHURCH OF CANADA, THE Ob oie Glad ps Maras Yt 

TORONTO 7. 
ee ee i ges 
UNITED ACCUMULATIVE FUND LTD, 4 King St. W. 

TORONTO. 

Se a LRA etl ae seek UL db 
WESTERN SAVINGS AND LOAN 43 Eglinton Ave. 

ASSOCIATION, THE TORONTO, Ontario, 
WILLIAM H. MINER FOUNDATION, eo bacalle ot. ChECAGo 

THE c/o Continental Illinois 


National Bank & Trust 
Ce, rol Chitarco. 


ra a hn A El he oR 2 ELA RO Ds A 
YOUNG MEN'S CHRISTIAN ASSOCTA- i) South Lasalle St, 
TION , SAVINGS PLAN AND PRIOR CHICAGO 60603 

SERVICE FUNDS 
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The following is a report upon the property of Beaulieu 
Yellowknife Mines Limited, the financing of the Company and the 
trading in its shares. 


The Beaulieu property consists of twelve mineral claims 
known as the Norma Group, situated about forty-five miles east of 
the Town of Yellowknife, N.W.T. The claims were staked in 1939 
by Sam. Hansen and associates and at a later date Norma Tungsten 
& Gold Mines Limited was inoorporated to test and develop the 
property. A small amount of prospecting and pitting was performed 
and some gold bearing veins were exposed. In September, 1942, 

a small Gibson Prospectors Mill was erected on the property and a 
total of about fifteen tons of ore was taken from two pits, (later 
to be known as Zone "A" AND Zone "B" pits) and put through the 
mill. The gold recovery was low due to the inadequacy of the 
equipment but sampling of the tailings indicated an ore grade of 
between four and five ounces per ton. In April, 1944, some 

X-Ray diamond drilling was done for assessment work. Lack of 
finances then appears to have prevented further development of 

the property. 


In March, 1945, one, Emil Schnee, a mining engineer, 
visiting in the Yellowknife, entered into preliminary arrangements 
with Hansen, who was acting on behalf of the Norma Tungsten Company, 
for an option on the property for the sum of $25,000.00 and 
300,000 shares in a company to be formed. Schnee retumed to 
Toronto and succeeded in interesting Samuel Ciglen, a Toronto 
lawyer and an experienced promoter of mining companies, in the 
property. Ciglen arranged for the first payment of $10,000.00 
and secured title to the claims. The balance of $15,000.00 was 
to be paid and, in fact, was paid in October and 300,000 shares 
of a company to be formed by Ciglen were also to be issued to the 
Norma Tungsten Company. Ciglen's two law partners, Isadore 
Levinter and Benjamin Luxenberg and one, Douglas Manly, contributed 
to the first $10,000.00 payment. Later one, I.J. Isbell, also an 
experienced promoter of mining companies, requested participation 
with Ciglen and his associates in the venture. Isbell had become 
interested in the property when an engincer employed by him, one, 
Julius Messér, gave a very optimistic report on the property. 
Isbell was admitted to participation upon the contribution by 
him of $15,000.00. Beaulieu Yellowknife Mines Limited was then 
incorporated with an authorized capitalization of $3,000,900.00 
divided into 3,000,000 shares of the par valuc of $1.00 each. 

The interests of the original sponsors were as follows:- 

Ciglen 20%; Schnee 20%; Levinter 20%; Isbell 15%; Luxenberg 124%; 
Manly 123%. The cash investment of the group at that time was, 
Isbell $15,000.00; Ciglen, Levinter, Manly, Luxenberg $2,500.00 
eache Ciglen became president of the Beaulieu company, Levinter, 
vice-president and Isbell and Manly, directors. 


The claims now held by Ciglen for the benefit of the 
group were transferred to the company, ostensibly for $50,000.00 
cash and 1,000,000 shares. The company then entered into an 
underwriting and option agreement with one, M.A. Levinter, who 
was acting as nominee for the group. The group hereafter will 
be referred to as the "Ciglen group," as Ciglen was appointed 
Trustee for it and was given unfettered discretion to deal with 
the shares and funds of the group. The underwriting and 
option agreement provided for the sale of 400,000 shares at 
12s¢ for the sum of $50,000.00 and options on a further 
1,599,995 shares in the following amounts and prices:- 
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250,000 shares @ aio? 
250,000 " @ ~20¢ 
250,000 " @ 025g 
200,000 " @ 250¢ 
200,000 " @ 1 5¢ 
200,000 1" @ $1.00 
150,000 " @ 4450 
y he oe ie, . @ 2.00 


These options were to be exercised within certain time 
limits at the rate of 50,000 shares per month. The payment of 
the $50,000.00 due by the company for the claims was satisfied by 
the transfer of the first 400,000 shares under the option agreement, 
so that the group received vendor shares in the total of 1,000,000 
and treasury shares in the total of 400,000 and no cash: As of 
this number of shares, the 400,000 received under the underwriting 
and option agreement were treasury shares, a further 400,000 
shares were automatically released from the escrowed vendor shares 
on the basis of one share of escrowed gtock released for every 
share of treasury stock sold. A further 100,000 of the 1,000,000 
vendor shares were declared free of the escrow following the usual 
policy, of frecing 10% of the vendor interests. The Ciglen 
group therefore, at this time, owned 900,000 "free" sharese The 
balance of the vendor shares, namely 500,000, remained in escrow, 
300,000 of which were owned by the Norma Tungsten company. The 
cost to the group of its 900,000 shares was $25,000.00, plus 
incorporation and other expenscs amounting to approximately 
$5,000.00, or about 3¢ per share. The Ciglen group also, of 
course, had options on blocks of treasury shares as outlined 
above, commencing at .15¢. 


The shares were originally offered to the public at 30¢ 
and the offering was well received so that all the options were 
exercised in accordance with the agreement, and there was no 
attempt by the Ciglen group at this stage to deliberately unload 
its cheap stock. The stock was listed and called for trading 
on the Toronto Stock Exchange on 23rd November, 1945. 


Meanwhile Dr. A.F.Banfield was retained as consulting 
geologist and visited the property. He reported it to be an 
above average prospect and in consultation with Schnee, who was 
appointed mine manager, outlined a program of development and 
exploration, which included the laying out of a grid system and the 


mapping of the geology. For some reason this was not done until 
comparatively recently. Instead, a contract for diamond driiling 
was entered into with Mining Research Corporation. Thie arulling 


lasted until December, 1945, but it proved very unrevealing and 
the contract was not renewede Instead Schnee, himself, took 
over the drilling operation and concentrated his efforts, for the 
most part, on the area known as "A" Zone, aridling in elose 
proximity to and underneath the "A" Zone pit, where was located 
the known high grade orc. Later, in February, a resident 
engineer, AeE. Wilmot, was retained and the drilling was carried 
on by him under Schnee'ts direction. Full responsibility for the 
spotting of the holes must be attributed to Schnee. On his own 
admission and from our examination of the property, we find that 
the drilling at that time can only reasonably be described as 
"close" or "pinpoint" drilling. Extremely high values, were, 
of course, obtained as the drills were going into a shoot which 
was known to be very rich. Schnee claims that such "close" 
drilling was necessary in order to outline the extent of the 

ore body. That may be so, but the publication of the extremely 
high assays which resulted would, and did give the inexperienced 
and uninformed shareholder or mining speculator, an unreal and 
over-optimistic picture of the property. It must be said, 
however, that any shareholder experienced in mining matters, 
could always have ascertained the true picture from a careful 
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perusal of the entire reports issued by the company. These 
reports did disclose the fact that "close" drilling was being done 
and some even gave the reasons therefor. The reports, of course, 
always emphasized the high assay values received from the drilling. 
It is a matter of common knowledge that ordinary mining speculators 
look to drill core values and often to them alone for speculation 
guidance and the company did not miss an opportunity to satisfy 
their curiosity. The property crew traced the Norma vein for a 
distance of 1800 feet by trenching, stripping and drilling. The 
vein is irregular and strongly drag folded. In places it pinches 
off to about ore-taif inch in width and in others on surrate, widens 


to approximately 2 feos Two of these wider Zones arc of cre 
Srade ana (areckpown ser" AY vend "BY ‘Zones. On these zones are the 
two pits where the samoling was dene with the Gidson Mili ane where 
so much of the ¢Griliing was done which returned the very high 
Values o The picbure revealed by the drilling programme Unde 
Schnee, which concluded ia June, 1946, showed the property to be a 
good prospect with ome pod Sheped shoot with a possible 14,099 

tors of high grade ores Ths property had been far from thoroughly 


testede No complete job of ecological mapping had been done, nor 
had any panning or bulk sampling been carried out. However, the 
drilling on the known high grade "A" Zone was very completely and 
enthusiastically undertaken. It is understood that recently a 
further programme of shaft sinking and exploration has been 
initiated with not unfavourable results, but this report is 
concerned only with the situation up to the end of May, 1946. 


Turning now to the trading in the shares of Beaulieu, 
the initial public offering was at 30¢ and about 500,000 shares 


were distributed at that price. After the stock was called for 
trading on the Toronto Stock Exchange; an orderly and apparently 
uneventful market was maintained. The price eventually rose to 


~78¢ per share on March lst, 1946. The rise was gradual and, no 
doubt based on the advertising and reports of the drill core assaySe 
The Ciglen group always publicized the progress of the drilling 

very widely and very enthusiastically but it cannot be said ever 
falsely. As has been pointed out, the inexperienced may have been 
misled, especially by the advertisements and reports which mentioned 
only the assay values, but the full data was always available tc the 
wary speculator during this period. The Ciglen group benefited 
financially by the rise in price and a distribution of some 
$52,250.00 was made to the members, which, of course, represented 

a return of more than their original investment. The group still 
owned 786,975 shares, During this period the sum of $150,000.C0 
cash was paid to the treasury of the company by the group in the 
exercises of its opticns: The eroups of course, was “abies to sev 
rid of more than the gtock taken down under its option agreement 

and the average cost of the shares acquired by it under the option 
agreement, when iumped with the original 900,000 already mentioned, 
was extremely low. Again, however, it is pointed out that no 
attempt was made to conceal this state of affairs and full 
particulars of the option agreement were published in the usual 
mining periodicals and were on file with the Securities Commission 
for all who were interested to see. 


On March lst, 1946, however, a new situation came 
into being. Shortly prior thereto, Ciglen had some dealings with 
one, AH. Jobson of New York City, a self-styled "professional 
market operator." Jobson and Ciglen had previously known each 
other in another mining venture and Ciglen felt he was a man with 
wide connections who could secure distribution of Beaulieu shares. 
As a result an agreement was entered into between Jobson and 
Ciglen, Ciglen acting on behalf of the group, whereby Jobson was 
given a call or option on 950,000 shares controlled by the group at 
scaling prices as follows; 50,000 shares at .65¢ and the balance 
at prices ranging from .70¢ to $2.50 per share. Accounts were then 
opened in Harold A. Prescott & Cumpany and Picard & Fleming in the 
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name of C. Silverman for tho purpose of Jobeonts opexratione ory 
Silverman is a young lady employed in Ciglen's office as secretary 
to him. Ciglen takes the position that the agreement was made with 
Jobson so that the Ciglen group would not have +40 be bothered with 
the market operation, a matter in which he professed no experience. 
The group are insistent that all responsibility for the operation 

of these Silverman accounts was that of Jobson and not theirse . 

The evidence does not support this contention and we find that 
Jobson was always subject to Ciglents direction in the operation of 
these accounts. On March 6th the group deposited 50,000 shares 

in the Silverman account at Prescott & Company to give Jobson a 
position. These shares were later paid for by Jobson together 
with another 100,000 shares under the terms of the sub-option 

_ agreement. In ull Jobson took down only 150,000 shares of the 
950,000 under this agreement and paid the Ciglen group $105,000.00. 
for them. Of this sum the treasury of Beaulieu was paid $50,000.00 
by the group under its option. The group donated a further 

50,000 shares free to Jobson to assist him in maintaining his 
position. 


The primary purpose for which Jobson was placed in 
control of the market was to cause the public to purchase Beaulieu 
stock and to have orders for the purchases filled from the 
Silverman accounts. To do this it would be necessary to maintain 
or appear to create public interest. If ne could cause to be sold 
from the accounts more stock than he bought, at an average price 
higher than his and the group's options, he would be fulfilling 
his function. During March, while the market price rose from 
.78¢ to $1.44, sales of 467,800 shares were made through the 
- Silverman accounts against purchases of 348,700 shares by these 
accounts, or a margin of sales of 119,100 shares. On March 31st, 
the Silverman accounts showed on his operation a net short position 
of 19,100 shares and a total credit balance of $53,136.29. The 
market price of the shares at the close of March was $1e446 


About the beginning of April the Beaulieu company 
was subjected to a compaign of rumours designed to break the price 
of the shares. As with most rumours the origin is most difficult 
to prove. The effect was to cause a wave of selling on the 
market on April 3rd and 4th and during these two days, purchases 
were made by Jobson of 330,300 shares which exceeded his sales on 
the same days by 187,300 shares. The market price on April 
4th was $2.07. It should be noted that in spite of the volume 
of sales during the period from the beginning of April, the 
price rose from $1.44 to $2.07. The Silverman accounts were 
then in a precarious state with a long position of 154,000 shares 
and a net debit cash balance of $340,597.96. Jobson called 
upon the Ciglen group for assistance and $100,000.00 was deposited 
in the Silverman account at Prescott & Company on April 5th, of 
which $33,500.00 was advanced by the group and $66,500.00 by 
Jobson personally. This payment by Jobson brought his total 
investment in the Silverman accounts up to $80,000.00 as . 
$13,500.00 of his own money had been used in buying the stock 
taken down under the agreement. Additional monies paid for the 
stock under the agreement were taken out of the Silverman accounts. 
On April 8th, the Ciglen group advanced a further $100,000.00 to — 
the Silverman accounts to put them in good standing. 


It was around this time that the trading of John 
Van Allen of New York City became an active factor in the Beaulieu 
markete Van Allen appears to be a professional market operator 
or financial agent. Unfortunately we were unable to examine him 
as, in spite of our efforts to locate him, it has been established 
that he and his wife have left this Continent. Ciglen met him 
jin New York and Van Allen evinced interest in Beaulieu. Ho was 
given the story of the property and purchased some shares in the 
Open market. He later requested a call ona block of stock from 
Ciglen at a price below the market, stating he could create 









2D oho ttmaw ger whe ahs ty es . : ae 
Uirvorron ef BOLTS Blaciyld mh he otqms voel scar’ 
igiw sham caw tiom@etas ot gods ph toa add geet 9 
Siw per okt ad OF evied wi Sivow, aioe abker oe? sitet 
 sboneitégse On Mako Nag a2 holiw wk 1odsen B ,noldsted 
MORFoteG? ot LOF wall Wt eioaese LL@ TORS Poet) cake 


, etteds don tne. Pes, he sds RW BPO OO OR cnet ay Pe of 
ant BALT ow Dra paet fay 






on he - rs 6 
&, ee: ip 
| 






ae 8 
te 13 goo eldt oO Ggde von aah) MomeAeNe sf 
to foltereqs wis Ht Hottoori bh’ evan yk Ot Cosldve eWay paw aoed 
aotade BOO. S Dee keogss saom, ois i705. TM 0) —, SCoS gmamh Oy 
B soetet ovcy OF VntngmuU, Ss. whose Gout deh staooop rawtrevile ont at 
teidiencd avoadog’ Ya rot Sing teat oLeW sot ede eno eHOLT LE oe 
HOLsqoriue, of "ta aerad oHy, LObES. sarade OOOLOOL tadsoge déiw 
ems To serede 006.0 2° CHO PNR ate a°S065 Lin of . oes ; 
090.000, 20L2 quory aolytd elt. Diag bite graeme eiad bu O00, de¢ 
00,000,088 6ladq new HOLLOBOE to. ith omar! + Rat: oes ees 9o. went tof |, 
Tonto 5 Du tees queen ys et tido sdk obey quets ort DS 
els sititingatan et pid se Paeu at woacot 6F eat? estede 000,08 
; | it | sttotvisog 
At Seosiq eeu dowiet doinw TOT aeogeyg Yeiceg aie werk | 
Wetloroy seadotugy of oildiq ats Seven oF. caw deatne - To fotindo 
bo Ort belly weradoiwy eft +08 erSsito ovat OF bas toose 
sketolon of wraaeeden od Diaow tt add ob oP +£dMogee . Hasttevl ie 
Sloe of oF seiiso bivos oo tf Jeetesat OL fdut. etnsto) OF Gaengalen. 
eotia Spetovs HA 8 <tiliuiod Bd ads, bode omen BRON aE ae 
wit CT ivt: od Bivow eit cHOOL GO el ovinty meld’ Bits eld wsdt weds 
HOTT MOT OOfig Foxx am BP) BE Zity OTA ete -R0itoayt - 
ot AgTods eben otow pei, ODA Tah 1 peine eB. Tg of ® T. 
eneds YI serate' OOP Re to aoanitsghe TC hiae pieOsos arrestee 
gTett Herat an 24 Te VOLCLE ty 2b fas 0° ghee’ ee. aidigjooes, 
Meo Leog’ Moms. ven ¢ pe vitetogo fi m0 iewods. etugeose iamssvhis edt | 
RAT SEM, to eonsleo Tihexe dadot shank senna COREE ae ol 
ORG ES ee Kutt 36 choles edd oS setae eft Jo eine geaten 


REGIS Vet lvseg oot even b> a. acl mained ot tvoda . are. ? 
ONS Soeut of Sermgtess ecwomur te Sataywo o oF hetoetdve saw 
Tih. Teom ef atetyo ods etucoum seam He iw BA. sbotade edd to’ 
Ont © gakiles 36 evew a sens ot naw toetts ont: VOTE oF 
Seensving ,ntal Owed exec? yatiuh Bae Boh bas bit LhiGA 20 gectem 
 M@ eelae ali bebesoxe dolay oetode OOF ,0¢F to xGedol Yd shen erew 
. APTA m0 edtiq Foren off koxede OO .T8L qd oved..oimee ode 
clov eft 20 etige ai gudt beton od Olvicde #1 sPOs88 saw meh 
ot «tia to Bol naa onl GAt mor? bot eq ect aindtub alee e, 
. Stew etayocos nenrevile apt eFO.86 OF Dbnd6 mort e652 eotag 
wetmdte O00. R85 ‘to molt laog: shol g ditin ofate avolieceng @ ek aods 
.. | elise povdot eho l CC ORES to epaalad dene sided. Jen s bise 
betleode! waw. 00.000,00L3 ban. sotagn teen. TOT quoOty Solrtd etd nogy 
% ride Lhtad no yangmed A ttoogext ses, 
Yd C0000, 00% bas quota ott yd Boounyha gow 
Lstod sid sdagont ieedol wi tromyng efit 









¥ 
eo tre 
thao 34 


“ 
} 
4 
e 

wo 











* a8 00.000,088 oF ay SHMOVGR .nenroyL he 9 

veove od? sxiyud at been nosd: bed Yesen owo af 

A © | | ego els | Ww 

sadmuooos Hemrevide affe to tO noied stow Saemeetue ent ¢ 2 Br 

_ Ot 00,000, 00L): tengeot & beseavbhe quory LL ait ,AsS f, 
obntbande boos ak meds tig oF ate OOO Mears 

iol to pakberd ett tote amd Bg, 


veilupet ait at Tovost. ovitoe me omy 
tOtereqe Jege¢ sat Leaoines'tory «od! oF 















aki oalixene oF eldony orow. ow vleteny soy,  «iiteas Late 
budeiidades aued wed $2 .utd steool, pd Avzotie tuo Yo eg¢iae ms 
mahi ton noigto _stitentsnod edt F ol even ottw afd § 
sw ch stellunod oi teogpcat beonkvo ‘moLla . 
orld, nd setae ane boeatorug bas ytteqdd 
MOTT Mote’ th. Apold » mile a. bageay 
staore bivoo ol yakvade 49 

















eke: GALT wee 
et 5. nT | 
i a | Pa iiss 


=O 


interest and distribute shares to friends and associates. It 

was understood by Ciglen that such shares would be placed for at 
least a six months holding and not be sold back on the market. 
Ciglen consulted with Jobson and it was subsequently agreed that 
Van Allen would be given a call on shares from the Silverman 
accounts at prices ranging from .90¢ to $2.00. Altogether, Van 
Allen purchased a total of 298,500 shares, made up of 225,000 
shares at a discount through the Silverman accounts and 75,500 
shares at the market through accounts with Prescott; Picard & 
Fleming; GC. Wiiliams & Company, ail of Toronto end Bache & 
Company and MacDonald & Company, Ince, of New Yorks The 

trading in these accounts was done in his own name and that of his 
wife, Mrs. Mercedes Van Allen. In addition to these accounts, 
there were 43,000 shares sold through C.J. Hodgson & Company of 
Montreal from an account in the name of a lawyer friend, Mr. Louis 
Bloomfield. The stock for the sales through the Hodgson account 
was obtained from Van Allen's accounts in Picard & Fleming. Shares 
and monies were transferred back and forth among the various 
accounts for no apparent reason except to confuse the issue. 


Van Allents first purchase at a discount was on 
April lst, when he acquired 10,000 shares @ ©90¢ and deliveries 
in blocks ranging from 10,000 to 30,000 shares were made up to 
May 17th. The following table shows a comparison between the 
market prices and the prices paid by Van Allen for the stock sold 
to him from the Silverman accounts - 


PTriCet per Market prices 
Date Quantity share (closing 
ROL 10,000 $ 090 169 - 170 
3 10,000 L420 207 = 208 
8 20,000 1.05 202) ‘= 203 
16 10,000 11.10 208 = 209 
18 10,000 ~90 206 - 207 
24 10,000 waeoU 200 = 202 
24 10,000 90 200 =— 202 
a 10,000 1.50 27 = 238 
26 10,000 12420 Ae 215 
oy 20,000 1.50 en - 220 
30 10,000 1.00 ely) = 220 
May 7 25,000 1.10 Aho Bi tt ce 08 Oe | 
8 10,000 rae 239 =- 240 
8 10,000 eo 249 =- 240 
14 10,000 2018 233 = 234 
16 10,000 in25 264 -— 265 
Ba 30,000 2.00 250 =- 253 


225,000 


It should be noted that although on only one day during 
the period did the market price fall below $2.00, Van Allen's 
purchases from the Silverman accounts averaged only %1.38 per sharee 
His total purchases of 298,500 shares were at an average cost of 
41.37 per share and were sold for a total of $604,186.87, an 
average of slightly more than $2.00 per share. According to his 
various brokerage accounts, Van Allen made a profit of approximately 
$195,000.00 on his Beaulieu trading. 


From our examination of Van Allen's accounts, is is 
obvious that he acquired the Beaulieu shares for the sole purpose 
of unloading them on the market at a substantial profit. The stock 
was disposed of on the market so rapidly that his accounts showed a 
short position for the greater part of the time he was interested in 
the stock. There appears to have been very few if any, attempts 
to place the stock. Since the market was being maintained 
through the buying in the Silverman accounts, it is apparent that 
the bulk of Van Allen's profit was made at the expense of these 
accounts. 
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From the evidence we can only conclude that Van 
Allen ruthlessly betrayed the trust placed in him by the Ciglen 
group and in a large measure contributed to their subsequent 
financial embarrassment. 


Another trader who received large blocks of stock 
at a discount from the Silverman account around this time, was 
S.J. Zacks of §.J.. Brooks & Company. Deliveries to him were 





Price per Market Value 

Date Quantity share (closing ) 
April 4 25,000 Le 75 207 = 208 
8 15,000 2.00 DOR vai), BO 

10 19,000 2.00 21156. "222 


zgacks bought and sold 178,500 shares during the period from 
August 31st, 1945 to April 12th, 1946, and used the aforementioned 
59,000 shares to cover short positions in his account. Ciglen 

has testified that Zacks asked him for the block of 25,000 shares 
that he was sold on April 4th, saying it was fora client. Zacks 
has testified that this and the later blocks were taken by him 

on Ciglen's insistence. 


On April 17th the account at Prescott was again in an 
unsatisfactory state with a long position of 204,000 shares and 
a debit balance of $276,064.71 and consequently the Ciglen group 
transferred, free, 250,000 shares to the account. Jobson was 
finding it increasingly difficult to maintain the market and from 
April 1st to the date on which he stopped trading, was buying 
more stock than was being sold, A recapitulation of the 
purchases and sales in the Silverman accounts follows:- 


Excess of Purchases 


Period Purchases Sales over Sales 
APTild “1 = 2S 842,700 730,945 x Bs RR APS Bho i) 
April 15 = 30 253,100 248,500 4,600 
May 1 eres 274,000 275,250 (1,250) 

1,369,800 1,254,695 135,205 


During the same period (April lst to May 15th,) 
the closing bid and ask prices rose from 144 - 145 on March 
31st to 230 = 231 on May 15th. 


From the beginning of April on, with the price of 
Beaulieu constantly increasing, the interest of experienced 
market traders was bound to be attracted. Some of these, having 
carefully examined the reports on the property and having secured 
advice from their own mining engineers, felt that the market price 
did not represent the true value of the property in its then 
state of development, but that such price was an artificial one 
maintained not by public interest, but solely by the sponsors 
through Jobsonts operation. To these speculators Beaulieu was an 
inviting but legitimate target for a short sale. Some of the 
short sellers contributed to the selling wave of April 3rd and 
4th but were forced to cover at a loss dueto the financial 
strength of the Silverman accounts at that time. Towards the 
middle of May the short interests appeared again and we find that 
sixteen short sellers had total short positions of 150,800 and 
139,700 shares on May 16th and 17th respectively. These short 
sellers sold 115,200 shares on May 16th and 30,500 on May 17th 
and 78,100 on May 20th. 
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The major traders selling short were L.R. Brooks, 


bs 7 - iad "7 i a Bes see a -17 NG a ed Ae 55 oa om, Aiki f 
Tohn Van Allen and Srien W. Newkirk and GeAle Meo 


as 
WS ee WH 


traded through a joint account in MeTeigue’s name. The short 
positions of these individuals on May 16th, 17th and cvun were 
oO in TA: 0 at ee V4-4 nt Vee 
as rollows ye L6% {1 wie eal e0th 
Lee R. Brocks 52,000 44,500 ~~ 
ee aire IY es Wat 7+ a 
Jdohn Van Allen 2092700 bd (t00 Bek 


Joint Account 


G.A. McTeigue ) 
B.W. Newkirk ) 20,000 20,000 30,200 


Brookst part in the Beaulieu picture is mentioned 
later herein. MeTeiguets account was opened on May 16th with 
Angus & Company, when 20,000 shares were sold short. Later 
short sales totalling 23,700 shares, were made on M,y 20th, clst, 
30th and June 10th, without any stock being receive , into the 
accounte This short position was cleared by purchases during the 
period from June leth to July 9th. The trading resulted ina 
net profit of $37,974.16, which was split between McTeigue and 
Newkirk. 


The Beaulieu market broke on Thursday, May 16%h, 
although the price did not decline until the following Monday, 
May 20th. On May 16th the Northern Miner, which went on sale 
that morning, carried an editorial attacking the publicity methods 
of the Beaulieu Company and statements made by Ciglen regarding 
the worth of the property. Prior to that, very wide publicity 
had been given to the company, all of which emanated fiom Ciglen, 
who was, of course, the president. The Northern Miner is a very 
influential paper and great weight is attached to its opinion in 
mining circles. Following the publication of this editorial 
attack, a great wave of selling came into the market. Much of 
this was short selling but a large amount was liquidation selling. 
A total volume of 353,100 shares was sold on the Exchanges that 
day. Shortly after the opening of the market, Jobson telephoned 
Ciglen from Prescott's office and advised him he was TorOuUeh Wweth 
the market operation as he could not hold the price in the face 
of such selling. Ciglen then advised Prescott that ho, 
personally would stand behind the Silverman account and to buy 
all the stock that was offered on the floor of the Exchange, and, 
if necessary, to bid up the price higher. This was done and the 
closing bid price for the day was at the all time high of $2.64, 
as compared with $2.30 for the previous day. 


The purchases in the Silverman account in Prescott 
& Company totalled 286,300 shares against sales of 27,400, the 
Ae eee of 286,300 shares being equivalent to approximately 
1% of the total Exchange volume of 353,100 shares. 


On Friday, May 17th, the Exchange volume dropped to 
158,475 shares and the stock closed at $2.50. The Silverman 
account purchased 103,100 shares which was equivalent to 
approximately 65% of the Exchange volume against sales of 94,000 
shares. The 94,000 sales volume includes 50,000 shares solid to | 
Van Allen at a discount and not in the open market. The sgelli 
brokers had difficulty in obtaining stock for delivery and ] 
had acoepted from these brokers, lieu slips covering large 
quantities of stock in place of the actual certificates. Lo. i¢g 
evident that the difficulty in obtaining certificates for delivery 
was due in a large extent to the short selling. 


The Silverman account at Prescott & Company was 
again in a very unsatisfactory condition with a long position 
of 624,600 shares and a debit balance of $828,377.74. The 
Exchange Auditor Mr. Holland Pettit, on instructions of the 
Management Committee of the Toronto Stock Exchange, visited 
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Prescott's office with a view to ascertaining Prescott's 
financial resources and his ability to meet hig Slearings oF 
Monday, May 20th, Mre PEttit Gold Prescott that the balsnece in 
the Silverman account was too large for him to carry since the 
capital in his and the creditor brokerage firms would be 
endangered if the account was not paid off. Ho ordered that 
buying of Beaulieu for the Silverman account muss cease. 


AG ohne close of business on May 17th, Ciglen found 
himself at the end of his financial tether. His broker needed 
$680,000.00 to mect the clearing on Monday, Mery eoth frend we 
was apparent that the price of Beaulicu would fall when Ciglen 
was forced to withdraw his bid. He looked about for financial 
assistance and after borrowing from his friends and relatives 
and receiving gome contributions from some members of the @YCUD y 
he was still short $228.850.00. He then approached L.R.Brooks, 
with the hope of raising the needed MONnCY e Brooks at the time 
had a short position of 44,500 shares, but it must be said that 
this was not hidden from Ciglen. It was not disclosed by 
Bruoks because the information was not requested and in view of 
Ciglents desperation it probably would not have influerced him 
in the deal which was made. f. summary of the Giglen groups 
position was given to Brooks, from which it appeared that. the 
average cost of all shares then controlled by the SPrOUL, 
including vendor shares, was $1.15. it was agreed that Brooks 
would purchase from Ciglen a sufficient number of shares atu 
1.15 to make available the necessary balance to mest Prescots's 
clearings and accordingly 9228,€50.00 was advanced by Brooks in 
Youur Tor 299,000 shares. On the following day Brooks advanced 
a further 9115,000.00 to the Silverman account in return for 
115,000 shares. 


Upon receipt of these blocks of ghares by Brooks, his 
short position was automatically covered and converted into a 
substantial long position. It was further agreed, according to 
Ciglen, that Brooks would take over the operation of the Beaulieu 
market on May 20th, market his shares and any profit that resulted 
would be split evenly between Brooks and the Ciglen @rocn. 
Brooks, of course, knew and advised Cigien, that the Gi0sing price 
on May 17th of $2.50 could not be maintained and that it was his 
intention to allow the market to seek its own level. Brooks 
took over the market on May 20th, on which day it broke sharply 
and containued to gradually decline, Meanwhile he liguidated 
his long position. On June 13th, he called on Ciglen for a 
further 20,000 shares at .65¢, which he received and scold the 
same day on the market at $1.02. This flattened his account in 
Beaulieu. Brooks! rross profit on his trading in Beaulieu was 
440,985.65. His trading was done in the name of himself, his 
wife and two other nominees, Percy Wexer and B.F.Wray, through 
aeccunts with fifteen different brokers, one in Montreal. 


From the commencement of the Ciglen group's operations 
in 1945 up to March lst, 1946, they had under their direct control 
1,650,000 free shares, made up of 500,000 vendor shares costing 
$30,000.00 and 1,150,000 treasury shares costing $200,000.00. 
As of March lst they were long 786,975 shares at no cost and had a 
profit to their credit of $42,000,00, go that in the interval 
their own sales amounted to 863,925 shares for pe 72,000.00, en 
average price of 31.5¢ per sharee As of May 31st, 1946, the 
Ciglen group had under their control 875,930 shares at a total 
cost of $743,024.90, or approximately .85¢ per share. As of 
Mey 31st, 1946, the treasury of Beaulieu had reccived from the 
Ciglen group $210,000,00. in cash. Further payments have, of 
course been made since that date. 


We shall now deal with the cause or causes of the break 
in the market price in the shares of Boaulieu, SeSoLy, te ie 
our opinion that the price of Beaulieu from A>ril ist, until the 


att: 


erat Ye] 


: ar} ue 


Ms tY 
had 

i ae ry 
r We cs 

‘a a 
- & be 
as ar * 
Ai 2) Ld 
; s 





v 


OAL 
Rew a 8 ins 
els: 14.08 


weet 


psehy) 


’ 
are 9 


\ « 


realy a: 


‘Witt Bigow sas F a he OMe. 134 
; ae es suri Bre 4 yt ‘eet Pe es fi na o ch 
» Fou 


a | . 
~eLe su M8 iS tats 


e 


vt hogs ce! samy) len Gat, OPEL. atal doiek ot co 
abrk VRE RO GOR : ie GM ORB, rae oon toe 
; : 7 Hii 2 ba": Ayia as 4 ; ; me cha ee 
Fn pet 38 BF 2 ar 
pan SF SRAC 


‘ { eet oa - eee 
i a ee ine gt F 3 shel” ah Bi he 
coe 


Q ee ¥ 
Dk avieger: | 4 nie i 4 
ae: go enne ble ak bepcniaics 


re et Dy a 


tol EO a SYhie ° if Pers foe 3 enut F.'8 } a itdte> bs 
f “ig? a 







CSW eee’ 
ie ad 


? ofa (OTL Vos 7 
pe oo etetdisd: ts tomacs he ‘to 
: 40/5 be a thy 7 Ae ri a fr. Bal i. 


j “ ey ' ate 6 
pees De PR ey wl eae Hh. eat 


Salaam e ce 4: eae sah fh eee x onmos * ctv soot (fh 
OOS OE ele ist wit Aa Sea, en ke “SL kee wie 
. oatoderh ee at bos snaeh aa sate see 4d bre, 5h it iddw 
Py he wa dis * De 198 Ping eke AEC Rgih mS ts tebe Stil “dh ai 
; RS RS a BUCS ane ep hia ‘via aby ete” a 
Ne SOG ab ae A io fi Se RCARUE Sk pad GARBORT ex ete | oo 
TI, SAD AE OTN LS ae aR Oar - etal LO See 
TRAC O, Pais | oh gokdwitnel) piv i) ae os 
Ta foro d ia - RO Oe meio . a jigtes@ Wy 


; a 
ss 


oa ie 


pest! 





» 


el AL EE RE ee on 4k 2 WD Show Oo) ognrayr® 


ak dale oe LY) RAW eens Saba y: lip kh (ott . 
Rieko o SiR alt sabes ‘tgezitto rue bh Luc ame 
: 7 Peer e0e7 MEAL Anam Ot BL by) lee 


Lees hs a ee a A C2! 93 2 ies NO vat baie Gacitats 
Ts Gar eee rte sé stgeites. BCs eae, © ot: Mistes 
abn eae as! | RAS a a \aksa: adds et 
ne : " fi Boncne WO. CEE 

SG ite. CLES paren eae: v \ POR iy y ay 

DOES kod eh ava ¢ i ca : gow: rs sb oie G one ide 
TOUS OT SPL «AO be bed sara intvatadds. ue 

rcs. Gh hs oy bata asec sf eps eet Picts ip ted 3) aay 

Sirs ein can ee: yk ay deokrem: 

cee aS 4 Qlnere: Keiqn 2d Plt. 

(S40 Dogiwie Bas. ype (OWED to 4 @touc 
it fg od gem hisses Odes Se “io aape stkendaa ai - 

“ed, Sas Oe cia: Oe, a nga woLls oF gO 


















iy tlw hie aS) Cae £00 egrorgs! wh id new we on wi 
on wi Iiiwniee’ Ort eur sal ert Dt ot. boyntetioe. a wo 


h teens eat 1h Let: eReds to gotinde OOO, 
fi hostettart eis®. ~SCeds ahi tow sla bat m2 
4 ool Ra kberd ghd a i db bven porn: Teatoa 
ee a. oon oat ol biol 2M: auth eit ait |: wt: 
yew wt Din. Cate tos pe eBQonimon “aid owt 

or oe ah td fae eT IES ha vat mitiw 


cant oh iD: ould: ty. gtlacheits oamon ont aay 














* 


% L uous oh $3" 
PH ae See, are t 
Ponsa & ores t00, 






ev 


On 


break, was an artificial one, stimulated and maintained by Jubson 
on behalf of himself and the Ciglen group through the operation of 
the Silverman accounts. Jobson always maintained a bid for the 
stock and so long as the group were financially able, never 
allowed it to fall below the price desired by hin. Tne price 
during this period can not be said to have been fixed by public 
demand or buying. Whether the group was warranted in maintaining 
the price at such levels, in view of the state’ or development 

of the property, is a matter of opinion, as is the price of all 
shares of mining companies in the “prospect stage." Lt ean’, 
however, be definitely said that the treasury of the company did 
not benefit by reason of the high price of the stock or the 

great volume of trading, or in any way by the Jebson operation. 
The uptions, were, of course, exercised on the due dates but this 
could have happened even if the stock had not risen to such 
heights. 


Secondly, the practice of selling very large blocks of 
stock out of the Silverman accowmts at substantial discounts, or 
below the prevailing market price, in itself may not have caused 
the collapse, but when these blocks were, as invariably happened, 
immediately thrown back on the market to be absorbed at the market 
price by the Silverman accounts, disaster could not long be 
averted. That this situation existed can only be attributed to 
ineptitude on the part of the operators of the accounts and breach 
of faith on the part of some of the recipients of the stock. 


Thirdly, the immediate cause of the break, which actually 
occurred on May 16th, was the fiood of selling which appeared 
that day. This was precipitated by the editorial attack cf the 
Ncerthern Miner and was followed by substantial short Selling. 
On this date some of the public had a very large profit in their 
Beaulieu holdings and it did not require much of an inducement 
for them to attempt to,e6t out of it. The Northern Miner 
supplied a very authoritative inducement. The very active rumour 
campaign was also in evidence at this time which considerably 
influenced the mind of the uninformed ghareholder. i isi 
probably unnecessary to state that the Northern Miner was quite 
within its rights in publishing the editorial expressing its 
opinion of the property, so long as it did not infringe the laws 
Of libel. In fact, Norwan Pearce, the author of the article, says 
he felt there was a public duty on him to expose what he felt was 
a situation harmful to the mining industry. There was information 
before us to the effect that certain people had advance know.iedge 
of the publication of the editorial which enabled thom to benefit 
financially by selling short the stock in anticipation of the 
break which would occur when the editorial became public. After 
a thorough investigation of this phase, we have been unable to 
definitely establish that anyone knew in advance of the contents 
of the editorial, although some heard rumours of iG, Andi the 
author himself categorically denies he discusscda its publication 
with anyone before its appearance. 


In cur investigation we have been concerned not only with 
establishing the reason for this unfortunate episode in Beaulieu, 
but also with endeavouring to prevent a recurrence. We have 
found the reason for the collapse, now we must decide whether those 
involved are liable to criminal prosecution. Section 444 of the 
Criminal Code provides - "Everyone is euilty of an indictable 
offence and liable to seven years imprisonment who conspires with 
any other person by deceit or falsehood or other fraudulent means , 
to defraud the public or any person ascertained or unascertained, 
or to affect the public market price of stocks, shares, merchandise 
or anything else publicly sold, whether such deceit or falsehood 
or other fraudulent means would or would not amount to a false 
pretence, as hereinbefore def’ < The important words, so far 
as we are concerned in this case, are “by deceit or falschood or 
other fraudulent means." We find that the Ciglen group, through 
the intermediary of Jobson, undertook to affect the public market 
price of the shares of Beaulicu. They created and maintained what 
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we consider to have been an artificial market but we cannot find 
that they used any deceit, falsehood or other fraudulent means 

to achieve their purpose. Their advertising, as we have said, 

was optimistic, enthusiastic, even flamboyant and perhaps to come, 
misleading, but never false. The actions of Jobson in always 
maintaining a bid for the stock and carrying it to such a high 
level cannot be said to have been fraudulent according to cur 
criminal laws. However, were the same operation carried on in 
the United States, it is our opinion that ‘itwould have been in breach 
of Section9 (a) (2) of The Securities Exchange Act of 1934, which 
provides, "It shall be unlawful for any person, directly or 
indirectly OY GHEE YSe Of ele ss cececceeseccvesessseany facility or 
any national securities exchangee.-ccocceseecoveee tO Offect, 

alone or with one or more other persons, a series of transactions 
in any security registered on a national securities exchange creating 
actual or apparent active trading in such security or raising or 
depressing the price of such security, for the purpose of inducing 
the purchase or sale of such security by others," and rendered the 
group liable to prosecution. By Statute the United States has 
made it an offence to artificially manipulate a market. Whether 
the Criminal Code of Canada should be amended to prohibit this type 
of operation is a matter which we recommend should be seriousiv 
considered in the proper quarters 


Now as to short selling. Short selling on the stock 
market is recognized as a legitimate method of trading by every 
Stock Exchange known to us. The regulations governing or 
controlling it vary on different Exchanges. The relevant 
regulation on the Toronto Stock Exchange is No. 46 which provides, 
"No short selling of a security shall be made on this Exchange 
below the price at which the last sale of a board lot of th- 
security was effected on the Exchange." It appears thas this 
regulation is rarely, if ever, observed, as there is no brovigion 
for the floor trader being informed by the member whether a sale 
is short or not. Also there is no provision for a broier 
ascertaining from the client whether an order to sell is, in fact, 
an order for a short sale. Our recommendation for the amendment 
of this regulation and other by-laws and regulations of the 
Toronto Stock Exchange appear later in this report. 


Much criticism of the short selling campaign was made 
during this investigation by the Ciglen group. It was, ascording 
to them, the major factor in the break in the market. We find 
that the short sellers did not observe regulation No. 46, nor did 
their brokers take any steps to see that such observance was 
enforced. This, in our opinion, was due to the fact that the 
by-laws and regulations are defective in not setting forth the 
necessary machinery to provide for an enforcement of their manifest 
intention. We find also that the short sellers were not compelled 
to make delivery within the time limits prescribed by the clearing 
house regulations, but they were unwittingly abetted in this by the 
buying broker, Prescott & Company. Prescott time and again allowed 
the selling broker to "leave off" a transaction from his clearing 
sheet and when he did force the selling broker to "put on" he 
accepted "lieu slips" and "lieu cheques" instead of certificates. 
This, of course, is permitted by the rules governing trading but 
certainly enables a short seller to maintain his position for an 
undue length of time. In such transactions the buying broker is 
not obliged to allow either a "leave off" or to accept «x "lieu 
slip" or a"lieu cheque." Machinery is provided for "buying in" 

a defaulting broker who can not or does not make delivery on the 
due date. In our opinion an adequate knowledge of anc the 
application of the rules governing trading could have forced the 
short interests to cover their positions to their detriment prior 
to May 16th. Of course betw een May 16th and May 20th, the date 
of the decline in price, there was insufficient time for Prescott 
to institute "buy in" proceedings. We are unable on the evidence 
to find that the short sellers conspired with each other in breach 
of Section 444 of the Criminal Code. In the evidence before us 
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there were allegations made that the brokers acting for the short 
sellers had used other clients! shares to make delivery on the 
short sellers behalf. Our investigation did not reveal any 
evidence to support these allegations. 


aD 


The following recommendavti 
made as a result of our investigat 
with a view to preventing a like o 


ons to the Stcck Exchange ar 
ion in Beaulieu trading auc 
G 


seurrence in the futures 

1. The Stock Exchange should study the daily reports of the daily 
buying and selling by each member broker and any rapid or unusual 
fluctuation in the market price of any stock should be fully 
enquired into. If it appears evident that a market hag been, or 
is being, manipulated in a manner detrimental to the public 
interest, appropriate action should be taken and full disclosure 
made to ‘the publice 


2, Provision should be made in the Py-Laves and Regulations of the 
Rechange to make it encumbent on a broker accepting any selling 
order to have his client declare waether it ig a long or short 
sale and for the seliing broker to pass along this information to 
his wader to so inform the buying trader or traders. 


3. Tne operation of the loan post should be clarified by 

regulation and a strict limit be placed on the time ailowed for 
delivery of stock against either long or short sales with bcrrowings 
of stock from the loan post to enable brokers to make deliveries 
within the time limit. 


4. The Clearing House Rules covering lieu slips should be ame 
to include the stipulation that the puying broker can refuse 
accept a lieu slip. Although it is the practice for some brokers 
to refuse lieu slips, the present Rules go not. so |.pvroy de and 
considerable confusion exists among prokers as to their rights 

in regard to lieu slips. 


5. The present procedure under which brokers are allowed to have 
their own staffs perform the second semi-annual audit in each year 
should be changed andboth semi-annual audits be conducted by the 
panel of accountants selected by the Exchange. The auditors should 
pay closer attention to the answers placed on the Stock Exchange 
Questionnaire issued at the time of each gemi-annual audit: 


6. The brokers! auditors should more closely examine the 
accounting systems in use in the various member houses and report 
to the Execnange Auditor all instances where the accounting systems 
are not adequate and in accordance with accepted and proper 
accounting principles and practice. 


7. By-Law Noe 30, Sece 17, should be worded more clearly and be 
made more explicit regarding the type of stock position record to 
be maintained by the brokers and the information to be contained 
therein. 


8. The dates as at which transactions are recorded by the member 
prokers, ieee, trading dates or value dates, should be wniform a 

11 member brokers be required to record the transactions on the 

datee 


Respectfully submitted, 


TP. O'Connor, 
Senior Solicitor 


Il 


fene Collins, 
Cra stacudicor 
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